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Mexico and the US continue to be embroiled in trade disputes regarding telecommunications,
sweeteners, trucks, and avocados even as President Vicente Fox is seeking to expand the
relationship between the two countries under the North American Free Trade Agreement (NAFTA).
Fox is pushing to expand the accord to cover immigration issues, including the possibility of
amnesty for undocumented immigrants and the creation of a guest-worker program in the US.
Fox and US President George W. Bush are expected to address the immigration question, along
with energy integration, infrastructure development, and other US-Mexico border issues at the
UN International Conference on Financing for Development in Monterrey in late March. Fox told
reporters he wants to expand the accord into a "NAFTA-plus" that will promote greater integration
between the US and Mexican economies, focusing primarily on development in the states along the
US-Mexico border.
But expansion of US-Mexico relations remains hampered by several disputes that have dogged the
two countries since NAFTA's inception. The two sides are unable to agree on appropriate access for
telecommunications, trucks, and agricultural products such as sweeteners and avocados.

US files telephone complaint against Mexico at WTO
In telecommunications, the US government continues to criticize Mexico for unfairly blocking access
to US telephone companies, which has resulted in higher long-distance telephone charges for US
callers.
In a complaint filed before the World Trade Organization (WTO) in mid-February, US Trade
Representative Robert Zoellick said Mexico's telecommunications policy continues to favor the giant
telephone company TELMEX, which charges competitors excessive interconnection fees for longdistance calls. TELMEX, one of the largest publicly traded companies in Latin America in the value
of its shares, reported US$12 billion in sales in 2001.
"Mexico's international telecommunications market remains dominated by a single company with
a government mandate to set high wholesale prices for calls to Mexico and prevent competitive
alternatives," said Zoellick, who requested a WTO dispute-resolution panel. US officials expect the
request for the panel to be addressed at the WTO meeting in Geneva in April.
The decision to request the panel resurrects an action threatened by the administration of former
US President Bill Clinton. The Clinton administration had taken preliminary steps to seek a WTO
panel in 2000 but later withdrew the request after Mexico's telecommunications regulator (Comision
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Federal de Telecomunicaciones, COFETEL) adopted new rules to boost competition (see SourceMex,
2000-09-20, 2001-01-10). But TELMEX's chief competitors Avantel and Alestra, affiliates of US
companies MCI WorldCom and AT&T, complained that COFETEL's directives were not sufficient to
promote competition. At issue is the interconnection rate charged by TELMEX to Avantel, Alestra,
and other competitors.
TELMEX lowered that rate to US$0.13 per minute this year and plans to cut it to US$0.10 in 2003.
The rate was US$0.15 in 2001. AT&T executives claim that even the lower US$0.10 per minute rate is
still above rates charged in other countries for interconnection. AT&T's general counsel Jim Cicconi
welcomed the USTR decision to press the case at the WTO. "[Mexico has] been ignoring its WTO
telecommunications commitments and hoping its trading partners would go away," said Cicconi.
COFETEL director Jorge Arredondo Martinez said his agency is open to the creation of a WTO
dispute-resolution panel. "We could clear up the USTR's concerns once and for all," said
Arredondo, appointed to the post in November 2001. The COFETEL director is familiar with the
issue because of his previous role as director of regulatory issues for Mexican telephone company
Axtel, which also competed with TELMEX for long-distance and domestic customers. Arredondo
said a dispute-resolution panel would probably side with Mexico because interconnection fees are
set by the providers and not by the government. "There are no unfair trade practices on the part of
Mexico," Arredondo told reporters.
TELMEX officials also said they would welcome the panel as long as the WTO also examines
barriers imposed by the US government against the Mexican company. "Let's have a panel that
looks at competitive conditions on both sides of the border," said TELMEX counsel Arturo Elias
Ayub.

US senator threatens retaliation for fructose tax
The US and Mexico are also involved in heated disputes about trade restrictions on agricultural
commodities like corn-based sweeteners. A key US legislator from a corn- producing state is
threatening retaliatory action against Mexico because of the decision by the Mexican Congress to
raise the tax on soft drinks produced with high-fructose corn syrup (HFCS). The 20% luxury tax
(Impuesto Especial sobre Produccion y Servicios, IEPS) was part of the fiscal reform passed by the
Chamber of Deputies in December 2001 (see SourceMex, 2002-01-09).
US Sen. Charles Grassley (R-IA) has proposed retaliating against Mexico by imposing restrictions
on imports of Mexican mezcal and tequila. "One response to Mexico's unfair and illegal tax on highfructose corn syrup would be to enact a similar tax on a Mexican product," said Grassley, whose
home state of Iowa provides the majority of the corn used in US production of HFCS.
Grassley said the IEPS effectively eliminates US exports of corn syrup to Mexico, resulting in
economic losses of US$244 million per year. But he said the US Congress would take no immediate
action because of a promise by President Fox to defuse the situation through changes in the tax
code. Fox is seeking negotiations with key members of the Chamber of Deputies and Senate to
rescind the tax or modify it sufficiently to appease the US (see SourceMex, 2002-01-16).
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A spokesperson for the Secretaria de Hacienda y Credito Publico (SHCP) said another option would
be for Fox to use a sort of line-item veto, eliminating the IEPS for soft drinks produced with corn
syrup, but retaining the tax on other products for which it was approved, such as sparkling mineral
water. Still, the SHCP said the decision could be difficult for the president, since the IEPS was
expected to create additional revenues of 1.37 billion pesos (US$151 million) for the government this
year.

Mexican trucking companies sue US government
Several Mexican trucking companies have filed legal action against the US government to protest
the continued lack of access to US highways even though the Bush administration and the US
Congress finally agreed on a compromise to ease restrictions on Mexican trucks. The plan, approved
late last year, would allow Mexican truck drivers to travel deeper into the US, but only after meeting
strict guidelines in such areas as training, licensing, and vehicle inspection (see SourceMex,
2001-12-05). Eleven Mexican trucking companies have filed suit to recover about US$4 billion in lost
revenues caused by the restrictions imposed by the US government since 1995.
The lawsuit was filed at a court in Brownsville, since that city is one of the busiest crossings for USMexico truck traffic. The companies filing the lawsuit are Guillermo Berriochoa Lopez; Transportes
Intermex, SA de CV; S'Antonio Transportes, SA de CV; Jose Silvino Magana Lopez; Jose Alfredo
Magana Lopez; Miguel Angel De La Rosa Sanchez; Servicio Tecnico Automotriz Perisur, SA
de CV; Tomas De La Rosa Parra; Ernesto Vallet Haces; Max E. Barton; and Carlos Berriochoa.
Mexico's largest trucking-industry organization, the Camara Nacional del Autotransporte de Carga
(CANACAR), did not join the lawsuit even though it has consistently spoken out against the US
restrictions.
"The lawsuit represents individual business interests and we represent the interests of all Mexican
trucking," said CANACAR director Jose Refugio Munoz. Attorney Kent Henderson, whose firm is
handling the lawsuit, said the request for US$4 billion includes business and profits lost by truckers
since 1995.
A timetable established under NAFTA required the US to gradually open up its highways to
Mexican truck drivers beginning in 1995 and culminating with full access by 2000. The Clinton
administration and the US Congress discarded this timetable, citing concerns about the safety of
Mexican carriers (see SourceMex, 1999-10-27, 2000-01-19). The US was finally forced to review its
embargo on Mexican trucks following a NAFTA dispute-resolution panel ruling in 2000 that the
restrictions violated the trade accord (see SourceMex, 2000-12-06, 2001-02-14). The US government,
however, took no steps to open up the border until mid-2001, when the Bush administration
announced new guidelines (see SourceMex, 2001-05-09).
But the administration revised these guidelines further because of objections from some members of
the US Congress and the US Brotherhood of Teamsters, who claimed the restrictions were not tight
enough to ensure safety on US roads. But even with the decision in place to open up the border,
Mexican trucks are not expected to travel deep into US territory until July or August 2002, when the
US Customs Service expects to complete construction of new vehicle- inspection stations and other
facilities along the US-Mexico border. "Many considerations from business and government have
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to be taken into account on this issue," said David Longo, a spokesperson for the US Department of
Transportation. "[But] we feel the revisions are adequate, and we are hoping for a smooth transition
when we open the border."
Mexican officials, however, are growing impatient with the delays. "It has taken too long and many
of the reasons were more political than economic," an SE official told the Mexico City Englishlanguage daily newspaper The News.

California commission seeks to halt Mexican avocado imports
In another longstanding trade dispute, the California Avocado Commission has filed a lawsuit to
stop the importation of Mexican avocados. In its suit filed in late January, the commission argued
that the fruit, imported primarily from the western state of Michoacan, could carry harmful pests
that could destroy US avocados and other crops. The US lifted an 80-year embargo on imports of
Mexican avocados in 1997, allowing shipments to 19 states in the central and eastern US during
November-February (see SourceMex, 1997-10-29).
Shipments were later expanded in 2001 to a total of 31 states, and the shipping period extended to
October-April (see SourceMex, 2001-05-26, 2001-08-29). In its original decision to end the embargo
in 1997, the US Department of Agriculture (USDA) said it was satisfied that Mexico had eradicated
harmful pests from its avocado groves in Michoacan and other producing states. But California
producers say the threat of infestations from the imports remains because USDA officials were
working with a limited list of pests when the embargo was first lifted in 1997.
Studies conducted since then have identified eight additional pests that could affect avocados
and fruit trees in the US, the lawsuit contends. "As it pertains to risk assessment, we believe that
the way the USDA has gone about its decision-making is simply wrong," said Richard Rossier, a
Washington attorney representing the avocado commission. USDA officials would not comment
on the commission's lawsuit. But in-depth assessments of the avocado-import program reveals
a minimal threat to California crops, agency officials have said in recent reports. [Note: Pesodollar conversions in this article are based on the Interbank rate in effect on Feb. 20, reported at
9.07 pesos per US$1.00] (Sources: Los Angeles Times, 01/29/02; Associated Press, CNI en Linea,
12/18/01, 02/13/02; Reuters, 02/11-13/02; Bloomberg News, Notimex, 02/13/02; Novedades, 12/19/01,
01/09/02, 02/14/02; The News, 01/31/02, 02/14/02; La Jornada, El Universal, The Dallas Morning
News, 02/14/02; La Cronica de Hoy, 01/31/02, 02/14/02, 02/15/02, 02/19/02; El Financiero, 02/14/02,
02/15/02, 02/19/02; Milenio Diario, 12/19/01, 01/31/02, 02/14/02, 02/15/02, 02/19/02, 02/20/02; Reforma,
12/19/01, 02/14/02, 02/15/02, 02/18/02, 02/20/02; Unomasuno, 02/14/02, 02/20/02)

-- End --
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